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Operation of the Income Tax Enactment, as regards any Abatement 
on payment of Single Premiums. 

IHE following correspondence, on a question which we believe 
has not occurred to the managers of the London Offices, will no 
doubt be read with some interest by them : — 

" Edinburgh Life Assurance Office, 

" Edinburgh, 16th Sept., 1853. 

" Sir, — I have been requested to write you on behalf of the 
associated Scottish Life Assurance Offices, in reference to the 
effect of the Income Tax Act, in authorizing an abatement of duty 
in respect of existing insurances which have been effected by a 
single payment. We feel that the parties who are insured with us 
upon this principle will expect to get a corresponding deduction, 
according to the annual premium which at the time of insuring 
was equivalent to the single payment ; and they will look to the 
Offices to give them the necessary assistance and information to 
enable them to obtain the deduction. 

'' I have no doubt that this subject has been under yotur con- 
sideration ; and I think it would be contrary to the spirit of the 
Act, if those parties who have selected this mode of insurance were 
refused the same boon with those who have adopted the mode of 
annual payments to accomplish the same object. 

" The number of policies paid up at once, in this way, must be 
comparatively trifling ; but of all the different plans of insurance, 
it is the one most to be encouraged as a permanent and certain 
provision, and therefore it will be felt to be a hardship if no abate- 
ment is allowed on such insurances. 

" If you have not finally determined the point, I shall beg the 
favour of being allowed to state the arguments on which I would 
press the abatement being allowed. 

" I beg, on the part of the Offices, to return you our best 
thanks for the permission to use adhesive stamps, which will be a 
great boon to us ; and I fully believe that the views which have 
been adopted by the legislature for the encouragement of life 
assurance and the protection of those who avail themselves of its 
benefits, will have a great effect in promoting the good and pre- 
venting the evil consequences of such insurances. 
" I have the honour to be, &c., 

(Signed) " Gilbert L. Finlay. 
" James Wilson, Esq., Treasury." 
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" Treasury, 23rd September, 1853. 
" Siu, — I am directed by Mr. Wilson to acknowledge the 
receipt of your letter of 16th instant, submitting that persons who 
have effected an insurance by means of a single payment will expect 
a deduction corresponding to that accorded under the operation of 
the Income Tax Act to those who have adopted the mode of annual 
payments, and I am to state that this subject will receive Mr. 
Wilson's consideration ; and if you have any further observations 
to make, he would be glad to receive them at once. 

"I am, &c., 

(Signed) "William Law. 

" G. L. Finlay, Esq." 



" Edinburgh Life Assurance Office, 

" Edinburgh, 24th Sept., 1853. 

" SiK, — I avail myself of your permission, as contained in Mr. 
Law's letter of yesterday, to state shortly the reasons why parties 
who have effected insurances upon their lives by a single payment 
should have the same benefit of the deduction from their income, 
in abatement of their tax, as those who have adopted the plan of 
annual payments. 

"At the time of effecting an insurance, a party has various 
different modes of doing it, equally within his power ; and one of 
these is, to pay down a single premium, equivalent to the annual 
premiums which require to be paid annually during the whole of 
life. When the insurance is by an annual payment, the party has 
it in his power to discontinue it every year ; and by so doing, or 
even by neglecting to make the payment within a certain prescribed 
time, the benefit of the policy as a family provision becomes for- 
feited and lost : whereas a policy effected by a single payment is 
liable to no such risks, and is therefore, of all modes of insurance, 
the one most deserving of encouragement. Now as the object of 
the legislature is to encourage parties whose income is dependent 
on their lives to make such provision for their, families as will con- 
vert a part of that income into capital, it would be inconsistent with 
the intention of the late Act if those who have adopted the single- 
payment insurance should be denied the advantages which have 
been conferred in connection with the annual payments. 

" There appears to be no difficulty in fixing a safe, equitable, 
and simple rule for ascertaining what the abatement should be. 
The policy itself will prove the sum assured, and the age of the 
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party at the time it was issued; and therefore there can be no 
doubt what the corresponding annual premium would have been : 
but in addition to this, it would be reasonable to require a certifi- 
cate from the Office, stating what the annual premium would have 
been for that special insurance, and that the policy is still in force. 
This is necessary because a party may surrender his policy, or a 
part of it, equally in the case of a single as an annual payment ; 
and therefore an official certificate of what is the state of that policy 
is necessary, to authorize the abatement for each year. 

" It appears not only desirable to give every encouragement to 
this mode of insurance, but it may be safely assumed that such 
encouragement will never have any great effect in increasing the 
number of such policies. The number existing is comparatively 
very limited ; and, from the necessity of making a large immediate 
advance, the single-payment insurances will never become a com- 
mon mode of insuring. 

" If the party who devotes a portion of his annual income to 
the purpose of providing for his family at his death is to obtain a 
boon from the legislature to encourage him in his laudable provi- 
dent expenditure, surely the party who has already sunk a part of 
his capital, irrecoverably, for the same purpose, ought to be put on 
exactly the same footing. 

" I have stated shortly what occurs to me ; but I have no doubt 
that additional reasons might be given, if necessary. 

" I am, &c., 

(Signed) " Gilbert L. Finlay. 

" James Wilson, Esq." 



" The Craig, Windermere, 

" 24th Octoher, 1853. 

" Sir, — I have duly considered the purport of your letters of 
the 16th and 24th of September, in relation to an allowance under 
the income tax with regard to life policies effected by a single pay- 
ment. I am sorry I cannot concur in the views you express. I 
have stated my conclusion and grounds fully in a minute which 
I send to town to-day, and which will be forthwith communicated 
to you officially ; so that I need not repeat them here. 

"I am, &c., 

(Signed) "James Wilson. 

"G.L, Finlay, Esq." 
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" Treasury Chambers, 31st October, 1853. 

" SiRj — The Lords Commissioners of Her Majesty's Treasury 
have had before them your letters of the 16th and 34th ultimo, on 
behalf of the associated Scottish Life Assurance OflSces, and claim- 
ing, with regard to insurances effected on lives by a single payment 
made at the time of granting the policy, that a similar allowance 
should be made in favour of such persons, by way of a correspond- 
ing deduction from their incomes chargeable to the property tax, 
as is provided for by the Act of the last session in favour of those 
who pay annual premiums for life insurance. 

" I am commanded to acquaint you that my Lords cannot con- 
cur in the reasoning by which it is sought to establish an analogy 
between the two cases, so far as the object of the Act is concerned. 
That object was not, as it seems to be assumed, to encourage or 
promote life insurances (which however my Lords would be glad 
on perfectly independent and separate grounds to do), but in order 
to afford to some extent, and in that way, relief to those who, 
possessing precarious incomes, make a provision for the future by 
applying a portion of such income to the insurance of their lives. 
My Lords regard such allowance as an approximation to the prin- 
ciple that has been contended for in relation to professional incomes 
— that the fair way to compute them for the income tax would be 
to deduct as much as would, being paid as an annual premium, 
secure at death a capital sum, which would yield an interest in 
perpetuity equal to the income actually subject to charge; thus 
rendering a temporary income as permanent as one derived from 
the funds. It is therefore obvious that the deduction has reference 
to a payment out of income only. 

"My Lords regard a life insurance effected by a single pay- 
ment in an entirely different light, being simply an investment of 
so much capital at a particular period of life, in purchase of a sum 
of money contingent on the death of the party. In the one case 
the payment is from a precarious income, which it is intended to 
relieve ; in the other case it is an investment of capital, which there 
is no pretext for relieving. The law provides only for such allow- 
ance being made in the case of annual payments j and my Lords 
are of opinion that it ought not to be extended to policies effected 

on single payments. 

" I remain. Sir, 

" Your obedient Servant, 

"C. E. Trevelyan. 

" G. Finlay, Esq., <fec. <fec., 
" 22, George Street, Edinburgh." 



